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OREGON BUSINESS SITUATION = FEBRUARY 


% Change 
Jan., 1942 Feb., 1942 (adj.=adjusted 
for days) 


Retail Sales (746 Independent Stores) $6,633,406 $6,148,073 + 5.6 adj. 
Bank Debits (96 Banks and Branches) $349,854,684  $319,415,817 + 7.9 adj. 
Building Permits (49 Cities) $985,129 $1,365,675 +38.6 
Lumber Production (wkly. ave.-bd.efte)* 159,348,000 164,495,000 + 3.2 
[Electrical Energy Sales (kwh. ) 124,520,334 120,668,354 - 3.1 
Ordinary Life Insurance Sales $7,390,000 $5,246,000 -29.0 
Gasoline Sales (gallons) 18,405,464 18,844,892 + 204 


Unemployment Compensation Claims 72,208 55,595 -23.0 





usiness Failures - Liabilities $100 ,000 $103,000 3.0 


} 


*Western Oregon and Western Washington 


. (See pp. 8-11 for comment and indexes for 12 Oregon Trade Areas) 








THE CEANGING PATTE WS OF STATE EXPENDITURES IN OREGON SINCE 19092/ 


Floyd Bowers, Atsistant Supervisor, Division of Audits, State of Oregon 


It is trite to say that there have been significant and far-reaching changes 
in the life and activities of the people since 1909. It is nevertheless true. These 
changes include a changed attitude toward sovernment. The citizen has come to expect 
services from government that in earlicr periods were not expected. Better roads, 
better schools, and better social scrviccs are regarded as essentials. In the 
period since 1909 some functions that were formerly a responsibility of local 





Y/ Tho material contained in this article was taken from "A Classification and Anal- 
ysis of Receipts and Expenditures of the State of Oregon, 1908-1936," a thesis 
submitted by hir. Bowers in partial fulfillment of requirements for the degree of 
Master of Business Administration, University of Oregon, June 1940. The thesis 
was written under the supervision of Orin K. Burrell, professor of business 
administration, who arranged the material for publication in the REVIEW, An 
article in the April REVIEV will trace the changes in sources of state revenue. 
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the period since 1909 some functions that were formerly a responsibility of local 
gove-nmental units have been taken over by the state. For example, there has been an 
enormous expansion in state expenditures for highway construction and maintenance. 
This represents a considerable increase in the total public expenditures for roads 
and highways, but it also revresents some shifting of responsibility from the counties 
and even citics to the state. On the other hand, the Federal government has assumed 
some responsibilities that were formerly considered a function of state or local 
govornment. To a considerable extent it is probably true that tho costs assumed by 
the Federal government in late years havo represented additional charges rathcr than 
a mere transfer of function from state or local government to the Fedcral government. 
Thus the Federal government has assumed a portion of old-age assistance costs, but 

at the same time the scale of assistance has teen increased. State and local govern- 
ment has not reduced expenditures on old-age assistmuce, but the Federal government 
has considerably increoased such expenditures. Expension and changes in state-govern- 
ment functions are reficcted in the changing pattern of state cxpciuditures. 





It is not simple to determine what is c governmental expenditure and what is not. 
In recent years Oregon and other states have assumed some proprictary functions. 
Oregon, for example, operates an industrial accident insurance business and a systom 
cf state liquor stores. Should the totcai oxpenditures of these proprictary agencies 
be counted as state exponditures? If the oxpenditures are to be included as state 
expenditurcs, then clearly the revenues of such atencies are to be counted es state 
revemies. | 


So far as this study is concerned, the inclusion or exclusion of the expendi- 
tures of such agencies has been decided unon the besis of the nature of the charge 
made by such agency. Where the fce charged has deen voluntary, the exncnditures 


have not becn included. The payments made by customers to state liquor stores is in 
no sense compulsory. feither are cmployers rcauircd to contribute to the State 
Industrial Accident Fund. Thercforc, the gross cxpenditures of these agencics have 
not beon included as "cost payments." 


In the case of the two state agencies mentioned above, the decision wes not 
difficult. In other cases, however, the decision was not as easy. The State Highway 
Devartment is a case in point. The tables and charts folloring show an enormous in- 
crease in expenditures on state highway construction and maintenance. But it might 
be argued that the Oregon State Highway Denartment is a great ceal like a proprictary 
agency. To some extent this department is operating a systom of toll roads, the toll 
being the motor fucl tex. The payment of the motor fuel tax might be considered as 
voluntary and a payment for services rendered; but in this study the motor fuel levy 
has been considered a tax, and hence state highway expenditures have been included as 
a part of state exnenditures. ‘The payment of the motor fucl tax is not voluntary if 
one is to live and vork in the modern world. One may assume that those who use bus 
transvortation and even consumers of soods carricd by highvay carriers bear part of 
the burden of the motor fuel tax. 


One other problem deserves mention. Ina few cases state agencies have received 
and disbursed funds without passing the funds through the State Treasurer's office. 
This would present no problem if the practice were reasonatly consistent over the 
entire period revicwed, or if information were available as to the amount of such 
funds collected and disbursed locally. In the case of state experditures for edu- 
cation, the prevalence of this practice has resulted in some distortion. A consider- 
atle part of stato cxpcnditures for education has been for hisher cducation. The 
state institutions of higher cducation in Orezon have in the past received and dis- 
bursed some tuition and fee income without vassing such funds througsh the State 
Treasurer's office. Beginning about 1930, however, and continuing to date such re- 
ceipts and disbursements have appeared on the books of the State Treasurer. The 
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result is some apparent magnification of state expenditures on education in the years 
following 1930. Some other state agencies have in the past received and disbursed 
such so-called "local funds" but the amounts involved have been smell. Even in the 
cease of education, while this situation needs to be taken into consideration in 
interorcting the tables and charts following, the distortion is not especially 
serious. 


Appropriation Year vs. Expenditure Year. It would be possible to arrange state 
expenditures according to the year in which the expenditure was made or according to 
the year in which the funds were set eside or appropriated. In this study the year 
of appropriation is the basis of arrangement. Thus an expenditure made in 1923 but 
charged against an appropriation of 1921 is listed as of 1921. 





The Problem of Classification. For the purpose of analysis, governmental cost 
payments may be classified in at loast the follovring five ways: (1) function, 
(2) activity, (3) organization unit, (4) character, and (5) object. The functional 
classification is used to indicate, generally, what the government is doing and is 
primarily useful in the comnilstion of financial statistics. The activity class- 
ification, as the namo indicates, is used to describe the specific work or services 
rendered by the government and is uscd to indicate what the government is doing in 
detoil, Each function sererally consists of many activities. The organization-unit 
classification grouvs all costs according to boards, commissions, and departments, 
Tizis, this classification reveals who is in charge of certain activities. The 
character classification shows cost payments as current expenses, capital outlays, or 
the retirement of dedt. Classification of costs by object shows them as nersonal 
services, materials and supplics, etc. 





In this survey the state cost payments have boen divided into eleven functional 
classifications: (1) general government, (2) protection to persons and property, 
(3) ‘ighways and waterways, (4) development and conservation of natural resources, 
(5) health and sanitation, (6) hospitals and institutions fér the handicapped, 
(7) charities, (8) correction, (9) education, (10) interest, and (11) miscellaneous. 


Per Capita Cost and Taxpayer Burden. The per capita cost in any particular 
biennium should not be confused with per capita tax burcen or per capita revenue for 
that biennium. The operation of public service onterprises may result in a differe- 
ence between cost payments and revenucs collected. Cost payments must bo reflected 
ultimetezly in additional tax collections, but there may be a considerablo time lag. 
The period of highway construction in the carly tvoeuties is a case in point. 





Changing Patterns of Expenditures. While the tables cnd cherts speak for them- 
selves, it might be pointed out that in general the increase in state cost payments 
over this ncriod scoms to be associated vith an increase in governmental functions. 
There has been no spectacular increase in the cost of what might bo callod tho 
old-line functions. The spectaculor increases have been in highways, charitics, 
interest, and (to a minor extent), education. Interest costs and educational costs 
have not, however, increased markedly in the past 20 years. As shovm in Table I, 
(page 4) the pronortion of total state expenditures applied to education has declined 
more or less steadily throughout the 28-year period. 
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Table I 


Functional Costs As Per Cent of Total 





Government 
Protection 
Highways and 
Waterways 
Conservation 
Hospitals 
Correction 
Education 
Interest 
Miscellaneous 


General 
Charities 





1909-10 


m 
or) 
« 





1911-12 





1913-14 





. 1915-16 





1917-18 





1919-20 





1921-22 





1923-24 





1925-26 





1927-28 





1929-30 





1951-32 





1933-34 









































1935-36 
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Table II 


Cost Payments, Debt Retirement, and rer Canita Costs 





Cost ar nla a 1 Est. Population4/ Per Capita 
Biennium Payments Retirement (Odd Years) Costs 


1909-10 $ 4,855,716 ‘ 120 647,055 $ 7,50 
1911-12 5,252, 340 be 684,847 8.55 
1913-14 7,928,381 ben 708,537 11.19 
1915-16 7,257,419 bo 732,226 9.91 
1917-18 10,080,942 o 755,916 13.34 
1919-20 30, 130,616 a 779 , 606 38.65 
1921-22 54,718, 300 125,000 808, 325 67.69 
1923-24 41,663,819 514, 250 841,573 49.51 
1925-26 41,637,561 4,994,000 874,822 47.48 
1927-28 43,118, 700 5,030,000 908,070 47.48 
1929-30 48,796,014 6,220,000 941,318 51.84 
1931-32 49,073,314 11,275,009 986,950 

1933-34 (44,212,696 )2/ 7,336,500 983,950 

1935=36 53, 368,593 -12,255,200 1,008 000 





V/ The cost payments as shovm do not include tax refunds for motor-vehicle fuel tex, 
refunds made by state warrant for income and intangibles taxes, and refunds of 
inheritance tax. Sundry amounts of cost payments which were later refunded to 
the state are not included as a reduction of costs but are included as miscellan- 


eous revenue in the receipts. 


2/ This so-called biennium (1933-34), included a period of only 21 months, during 
which cost payments totoiled $38,687,850. The figures in parentheses above have 


been adjustod to a 24-month basis. 


3/ The debt-principal retirement as showm does not include Rural Credits Farm Loan 
bonds, since such payments have been included in the expenditures of the public 


service enterprises. 


4/ Bighteenth Biennial Report, State of Oregon Board of Hoalth. 
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CHART I 


cate of Orecon Cost Payments by Maior RMuinctions 





Biennia 1909-10 to 1935-36 
(In Millions of Dollars) 





| | 


1909 1911 1913 1315 1917 1°1% 1901 1923 1925 1927 1929 1931 1983 19 
1910 1912 1914 1916 1918 1920 1922 1924 1926 1928 1930 19% 194 19% 
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Table III 





a 


Functional Costs As Per Cont of Total-Sel2cted Bienniums 


Functions 190910 1219-20 1935-36 


General Government $ 621,222 $ 1,188,350 $ 2,931,080 
Protection 299,129 941,724 2,962,255 
Highways and Waterways 310,000 18,286,474 25,413,343 
Conservation 366,213 1,199,172 1,843,802 
Health 29,789 200 , 205 503,332 
Hospitals 1,307,424 1,852,612 2,754,221 
Charities — 99,314 820 ,022 6,470,488 
Correction 225,202 559,015 737,459 
Education 1,454,€11 4,216,992 6,143,846 
Interest : 3,901 800,377 4,757,249 
Miscellaneous 138,711 65,673 11,539 








Total $4,855. 716 $55,130,616 $53,368,594 





ANNUAL COM JONRALTH CONFERENCE, APRIL 16-17, 


stention of realtors, retail merchants, and businessmen in general who are 
interested in community affairs is called to the annual meeting of the Commonwealth 
Conference at the University of Oreson on April 16 and 17, 1942. The general topic 
for this year's meeting is "Problems of the Rural-Urban Fringe"--those problems 
of “mainess and: local government which result from rapid, unplanned growth of pop- 
ulation in areas immediately adjacent to municipalities, large and small. Special 
attention will be given to problems arising in Oregon cities affected by the cone 
centration of war activities or ccntonments. There will be joint sessions with the 
Oregon Retail Distributors’ Institute, which meets Wednesday evening, April 15 and 
Thursday, April 15, 


For this conference, a special survey of housing, public services, income, 
school problems, and consumer purchasing in the "fringe" area around Eugene has 
been made. The principal speaker will be George S. Wchrwein, professor of azri- 
cultural economics at the University cf Wisconsin and nationally knovm authority on 
problems of land utilization. Fr details and program, write to Dr. E. HK. Moore, 
Departmcnt of Sociolosy, University of Orcgon, Eugene, Oregon. 
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BUSINESS ACTIVITY IN 12 OREGON TRADE arEasl’ 


I PORTLAND 


(Clackamas, Columbia, Multnomah, 


Vashington) 


Retail Sales (342 stores) 
Bank Debits (27 banks) 
Building Permits (8 cities) 


II LOWER WILLAMETTE VALLEY 
(Marion, Polk, Yamhill) 


Retail Sales (47 stores) 
Bank Debits (10 banks) 
Building Permits (4 cities) 


III UPPER WILLAMETTE VaLLEY 
(Benton, Lane, Lincoln, Linn) 


Retail Sales (80 stores) 
Bank Debits (12 banks) 
Building Permits (8 cities) 


IV RORTH OREGON COAST 
(Clatsop, Tillamook) 


Retail Sales (29 stores) 
Bank Debits (4 banks) 
Building Permits (4 cities) 


V DCUGLAS - COOS BAY 
(Coos, Curry, Douglas) 


Retail Sales (25 stores) 
Bank Debits (6 benkxs) 
Building Permits (6 cities) 


VI SOUTEERN OREGON 
(Jackson, Josephine) 


Retail Sales (30 stores) 
Bank Debits (5 benks) 
Building Permits (4 cities) 





SE 


January 


$4,560, 324 
$233,729,960 
$619, 320 


$392,622 
$27,635,807 
$33,060 


$551,883 
$23,644,382 
$88,174 


$115,476 
$10,863,394 
$15,925 


$119, 683 
$5,556, 389 
$96,995 


$141,941 
$9,252,642 
$55,935 


February 


$4,211,712 
$214,910, 657 
$1,085,020 


$379,557 
$30,385,501 
$35,465 


$485,515 
$19,519,150 
$81,411 


$103,512 
$4,861, 280 
$29,845 


$141, 694 
$7,994,110 
$19,657 


a 


% Change 
(adjsnadjusted 
for days) 


V/ Retail Seles-Independent Stores as reported by the San Francisco office of the 
Bureau of the Census; bank debits ard building vermits as reported to the Bureau 


of Business Research. 
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BUSINESS ACTIVITY IN 12 ORSGON TRADE ARDAS 


VII UPPER COLUMBIA RIVER 
(Gilliam, Hood River, Sherman, 
Wasco, “heeler) 


Retail Sales (19 stores) 
Bank Debits (6 banks) 
Building Permits (2 cities) 


VIII PENDLETON 
(Morrow, Umatilla) 


Retail Sales (7 stores) 
Bank Debits (6 banks) 
Building Permits (4 cities) 


IX CENTRAL OREGOW 
(Crook, Desciutes, Jefferson) 


Retail Sales (11 stores) 
Bank Debits (4 banks) 
Building Permits (3 cities) 


X KLAMATH FALLS - LAKEVIEW 
(Klamath, Lake) 


Retail Sales (19 stores) 
Bank Debits (4 banks) 
Building Permits (1 city) 


XI BAKER - LA GRANDE 
(Baker, Grant, Union, Vallowa) 


Retail Sales (9 stores) 
Bank Debits (9 banks) 
Building Permits (2 citics) 


XII BURNS - ONTARIO 
(Harney, I‘alheur) 


Retail Sales (13 stores) 
Bank Debits (3 banks) 
Building Fermits (3 cities) 
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V/ Twenty-six stores in the Upper Columbia River and Pendleton areas 
$123,352 in January, $107,382 in February, an increase of 3.5 per cent, adjusted. 


January 


U4 
$5,531,560 
$8,000 


V/ 
$7,318, 690 
$4,000 


2/ 
$5,051,671 
$24,100 


2 


$11,724,425 


$36,520 


3/ 
$6,932, 502 
$850 


3/ 
$2,613, 262 
$2,250 


February 


V 
$5,120,693 
9) 


V/ 
$6,426, 708 
$23,490 


2/ 
$4,755,813 
$8,225 


3/ 
$7,789,455 
$5,820 


3/ 
$2,230,049 
$2,385 


% Change 
(adj =.adiusted 
for days ) 


report sales of 


2/ Thirty stores in the Central Oregon end Klameth Falls-Lakeview areas report scales 
of $149,922 in Jonuary, $149,090 in February, an increase of 13.3 per cont, adj. 


3/ Twonty=tvo stores in the Baker-LaGrende and Burns-Ontario creas report sales of 
$101,596 in January, $197,243 in February, cn increase of 20.2 por cont, adjusted. 
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OREGON BUSIIUESS - FEBRUARY 


General Business. Business in general in Oregon as indicated by debits to 
individual accounts of 96 banks and branches increased 7.9 per cent (adjusted for 
days) in February as compared vith January. Although two of the more general indexes 
of business activity--bank debits and retail sales of independent stores--show 
declines in volume for February as compared vith January, adjustment for the smaller 
number of working days in February indicates that the rate of business in that month 
was more ravide Tax payments, however, may account for a large part of the volume 
of bank debits in February. Areas with better than averege increases wore Portland, 
Lower Willcmette Valley, Unpor Columbia Rivor, and Baker-LaGrande. 





Retail Sales. Retail sales of the 746 independent stores in Oregon which report- 
ed to the San Francisco office of the Burcau of the Consus increased 5.6 per cent 
(adjusted for days) in February over the preceding month, slightly less than the 
usual scasonal pick-uv over January. As compared with Fobruary 1941, sales were 
6.9 per cent highcr. Eliminating the effcct of restrictions on the sale of new cars 
by comparing sales in all lines of busincss except motor vehicle dealers produces an 
increase of 24.8 per cont over February a ycar agoe Perccntage changes for the 
twelve arcas for lincs of busincss othcr than motor vehicle dcalors were as follows: 


% Chango 
Aroa Fob. 1942 over. Feb. 1941 


Portland 427.1 
Lower Willamette Vellcy +29.8 
Upper Willamette Vallcy +14.6 
North Oregon Coast +5266 
Dougles-Coos Bay 412.4 
Southern Orcgon +5265 
Upper Columbia River & Pendleton +20.8 
Contral Oregon & hiamath Polls-Lakcvicw 711.3 
Bakcr-LaGrande & Burns-Ontario + 6.1 


Percentage changes in various lines of merchandise in February 1942 over the 
previous month and as compared vith February 1941 were: 


% Change % Change 
Feb. 1942 over Jan. 1942 Feb. 1942 over Feb. 1941 
(cdjusted for days) 


#2944 
+16.8 
+18.8 
#21.9 
+40,.2 
‘#63,5 
418.1 
+30.3 


Department Stores 

Food Stores Group 

Eating & Drinking Places Group 
Drug Stores 

Apparel Stores Group 

Automotive Stores Group 
Furniture-Housechold-Radio Group 
Lumber=-Building-Hardware Group 


+++ + 
~ 
e 
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Percentage changes are based upon reported figures and are not adjusted for 
pricc changes. 
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Building Permits. Building-permit valuations in 49 Oregon cities totaled 
$1,365,675, an increase of 38.6 per cent over the $985,129 reported in January. 
Permits for nev residential construction were $888,475, an increase of 97.4 per 
cent; permits for nev non-residential construction were $278,845, a decrease of 17.3 
per cent; and pernits for additions, alterations, and repairs were $198,353, an 
increase of 0.3 per cent. A lerge increase in nev residential building in Portland 
to houso defense workers accounted for most of the increase in state-total figures. 


Lumber Production. Production, shipments, and orders received in tho West 
Coast (Western Orogon and Western Weshington) and Western Pine (Eastern Oregon and 
Eastorn Woshington) areas Vere sevorted. by tie ational latsber Janufacturers 
Association for four weeks ending Febwuary 2c ax’.the sare perio” a vea> azo as. 
follows: 





Fob. 1942 % .Change 


(M bd. ft.) 


Fob. 1941 
(M bd. ft.) 


West Coast 


Production 
Shipments 
Orders Received 
Unfilled Crders-- 
Feb. 28, 1942 & l'arch 1, 1941 


Western Pine 


Production 
Shipments 
Orders Received 
Unfilled Orders-- 
Feb. 28, 1942 & March 1, 1941 


~ 


467,648 
495,787 
608, 157 
699, 235 


219,810 
281,248 
244,395 
382,913 


495,798 
469,042 
500, 589 
580,510 


230,983 
289,753 
292,154 
310,865 
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